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HILL, INZINA & COMPANY

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL
STATEMENTS AND SUPPLEMENTARY INFORMATION

The Honorable Betty Alford-Olive, Mayor,
and Members of the Board of Aldermen
Cily of Bastrop, Louisiina

We have audited the accompanying financial statements of the governmental activitics and
each major fund of City of Bastrop. Louisiana (the “City™). as of and for the yeur ended June 30,
2010, which collectively comprise the City's basic financial statements as listed in the table of
contents. These [Inancial statements are the responsibility of the City’s management.  Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to linancial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain rcasonable assurance about whether the financial
statements are [ree of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable busis
for aur opinions.

The City did not implement Governmental Accounting Standards Board (GASB) Statement
No. 45, Accounting and Financial Reporting by Emplovers for Postemployment Benefits Other Than
Pensions for the fiscal year ended June 30, 2010, Accounting principles generally accepted in the
United States of America require that postemployment benefits for retired employees be accrued.
The amounts by which this departure would atfect the liabilities and net assets ol the governmental
activities are not reasonably determinable.
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In our opinion, except lor the effect of not accruing postemployment benclits tor retired
employees for the governmental activities, as described in the preceding paragraph, the financial
statements referred to above present fairly. in all material respects, the respective financial position
of the governmental activities of the City as of June 30, 2010, and the respective changes in financial
position thereof for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In addition. in our opinion. the financial statcments referred to above present fairly. in all
material respects, the respective financial position ol each major fund of the City as of June 30, 2010,
and the respective changes in financial position thercol for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 4, 2010 on our consideration of the City's internat control over tinancial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agrecments and other matters. The purpose of that report is Lo describe the scope of our testing of
internal control over tinancial reporting and compliance and the results ol that testing, and not to
provide an opinion on the internal control over {inancial reporting or on compliance. That report is
an integral part of an audit perfermed in accordance with Government Anditing Standards and
should be considered in assessing the results of our audit.

Accounting principles gencrally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the GASB, who considers it to be an essential part ol financial
reporting for placing the basic financial statements in an appropriate operational. economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
Amgerica. which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses (0 our
inguiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s financial statements as a whole. The other supplementary
information is presented for purposes of additional analysis and is not a required part of the financial
statements. The accompanying schedule of expenditures of federal awards is presented as required
by U.S. Office of Management and Budget Circular A-133, Audits of States, Lacal Governments,
and Non-Profit Organizations.  The other supplementary information is the responsibility ol
management and was derived from and relates directly to the underlying accounting and other
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records used to prepare the financial statements. The other supplementary information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used 1o prepare the financial statements or to the financial
statcrnents themselves, and other additional procedures in accordunce with auditing standards
generally accepted in the United States of America. In our opinion, the other supplementary
information is fairly stated in all material respects in relation to the financial statements as a whole.

IsfHill, Inzina & Co.

December 4, 2010
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CITY OF BASTROP. LOUISIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS
As of and for the Year Ended June 30, 2010

As management of City of Bastrop., Lowmisiana (the “City™), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activitics of the City for the fiscal
year ended June 3(). 2010. This discussion and analysis of management is designed to provide an
objective and casy-to-read analysis of the City’s financial activitics based on currently known facts.
decisions. or conditions. It is intended to provide readers with a broad overview ot the City's
finances. I is also intended to provide rcaders with an analysis of the short-term and long-term
activities of the City based on information presented in the financial report and [iscal policies that
have been adopted by the City. Specifically. this section is designed to assist the readers in focusing
on significant financiul issues. provide an overview of the City’s financial activity, identity changes
in the City's financial position (its ability to address the next and subsequent years™ challenges).
identify any material deviations from the financial plan (the approved budget). und identify
individual issues or concerns ol individual tfunds.

As with other sections of this financial report, the information contatned within this discussion and
analysis of management should be considered only a part of a greater whole. The readers of this
statement should take time to read and cvaluate all sections of this report. including the footnotes
and supplementary information that are provided in addition to this discussion and analysis of
manigement.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s financial stutements.
The City's basic financial statements consist of the following components:

. Government-wide lnancial statements

Government-wide financial stutements are designed by GASB Statement No. 34 to provide
readers with a concise “entity-wide” statement of net assets and statement of activitics,
sccking to give the users of the financial statements a broad overview of the City’s financial
position and results of operations in a manner simitar to a private-sector business.

The statement of net assets presents information on all of the City's assets and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most
private-sector companies. The diffcrence between assets and liabilities is reported as net
assets. Over time, increases or decreases in net assets may serve as a uselul indicator of
whether the financial position of the City is improving or weakening. Evaluation of the
averall economic health of the City would exiend to other nontinancial factors in addition
to the tinancial information provided in this report.
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The statement of activities presents information detailing how the City's net assets changed
during the most recent fiscal year.  All current year revenues and expenscs arc included
regardless of when cash is received or paid. An important purpose of this statement is to
show the financial reliance of the City’s distinct activities or functions on revenues provided
by the citizenry of the City.

The government-wide financial statements report governmental activities of the City that are
principally supported by taxes and intergovernmental revenues. Governmental activities
include general administrative services. public safety, public works, sanitation, and public
improvements.

3

Fund linancial statements

A fund is an accountability unit used to maintain control over respurces segregated for
specific activities or objectives. The City uses funds to ensure and demonstrate compliance
with finance-related laws and regulations. All of the funds of the City are governmental
funds that are used to account for all of the City’s basic services and are reported as
governmental activities in the government-wide financial statements. However, the focus
is very different with fund stulements providing a distinctive view of the City’ s goverminentul
funds. These statements report short-term fiscal accountability focusing on the use of
spendable resources during the year and balances of spendable resources available at the end
of the year. They arc useful in evaluating annual financing requirements of governmental
programs and commitment of spendable resources for the near-term.

3. Notes to financizl statements
The accompanying notes to the financial statements provide information essential to a full
understanding of the government-wide and fund financial statements. The notes to the

financial statements begin immediately following the basic financial statements.

In addition o the basic financial statements, the City also includes in this report additional
information to supplement the basic financial statements.



Government-Wide Financial Analysis

The following provides a summary of the net assets (in thousands of dollars) of the City’s
governmental activities as of June 30;

2010 2009
Other assets $ 8270 $ 9406
Capital assets 6.761 6.749
Total assets § 15.031 S 16.155
Other liabilities $ 763 b 790
Long-term liabilities : 9.222 10,394
Total liabilitics S 9985 S_1i.184
Net assets:
Invested in capital assets. net of related debt S 6,173 S 6,031
Restricted 5,404 5,304
Unrestricted (deficit) {( 6,531 { 6364)
Total net assets $ 5046 5 4971

As noted earlier, net agsets may serve over time as a useful indicator of the City’s financial position.
Restricted net assets of the governmental activities represent resources that are subject to external
restrictions as to how they may be used.
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The following summarizes the City's net asset changes (in thousands of dollars) of the governmental
activities between the two years ended June 30, 2010 and 2009:

2010 2009
Revenues and special item:
Program revenues:
Charges for services 1,984 S 2,060
Operating grants and contributions 2123 1.324
Cupital grants and contributions 476 578
General revenues:
Taxes 8.836 9,440
Intergovernmental 1.041 961
Unrestricted investiment earnings 10 66
Miscellaneous 766 392
Special item - { K))]
Total revenues and special item S 15236 S 14818
Expcenses:
General govermment S 3,570 $ 3284
Public safety 5,193 5.051
Public works 2.220 2.230
Sanitation 2,032 1.464
Economic development 174 66
Debt service 387 435
Total expenses $ 13576 S 12,530
Change in net assets $ 1.660 S 2,288
Net assets - beginning 4.971 2.683
Prior period adjustment { 1.585) =
Net assets - ending $ 5046 S 4971

The City’s total revenues increased by only $418.000 while the total costs of all programs and
services increased by $1.046.000. Sanitation expenses had the largest increase of $568.000 due
largely to $433.28 1 being expended on a sewer improvement project during the year eaded June 30,
2010.

General revenues are those available for the City 1o pay for the governmental activities. For the year
ended June 30, 2010, taxes were the largest general revenue source for the City and operating grants
were second. Sales taxes were the largest tax revenue source.



Program revenues derive directly from the program itselt or from parties outside the City’s taxpaycers
or citizenry. As a whole, they reduce the cost of the function to be financed from the City’s geneval
revenues. :

Financial Analysis of Governinental Funds

As of June 30, 2010. the City"s governmental funds reported combined ending fund balances of
$7.413.862, a decrease of $1,233,156 from $8.647,018 as of June 30, 2009. This decrease was
largely due to the recording of ¢ $1.622.489 prior period adjustment. Reserved fund baulances from
June 30, 2009 10 June 30. 2010 increased from $3,378,594 to $5.491.740.

Budgetary Highlights

The City made amendments to all of its budgets with there being only one unfavorable variance of
5% or more in the final budgets.

The Sewer Use Fee Fund's acwual expendiwres and other financing uses of $1,327,046 exceeded
budgeted expenditures and other financing uses of 51,178,223 for the year ended June 30, 2010 by
$148.823 or 12.6%.

Capital Assets and Debt Administration
The City’s major capital assct additions during the current fiscal year were for equipment for the
police departiment funded by capital grants. Depreciation of capital assets of $598.348 for the year
ended June 30, 2010 was recorded in the governmental activities of the government-wide financial

statcnients.

As of June 30, 2010, the City had long-term liabilitics comprised of the following:

Certilicales of indebtedness S 1,116,089
Capital icases : 202,972
Compensated absences 202,168
Pension liabilities 65.338
Sewer revenue bonds 5,900,000
Sales 1ax revenue bonds 1,645 000

Total long-term liabilities $ 9221567

All debt service requirements of the current fiscal year were timely met. There were no long-term
debt liabilities incurred for the year ended June 30, 2010 and the mujority of long-term debt
retirements were nmade for sewer revenue bonds.
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Economic Factor's and Next Year's Budget

The City prepared and adopted the Generul Fund’s budgets for the fiscal ycar ending June 30, 2011
expecting continued declines in revenues, Budgeted revenues and other financing sources for the
year ending June 30, 201 1 are $12.888.867 compared to final amended budgeted revenues and other
{inancing sources of $14.328.479 for the year ended June 30, 2010. Likewise. budgeted expenditures
and other finaneing uscs of the General Fund were decreased from the final amended budgeted
amount of $14,214,683 for the fiscal year ended June 30, 2010 to S12.886.867 for the fiscal year
ending June 30, 2011.

The Sewer Use Fee Fund's fiscal year ending Junc 30. 2011 budgeted revenues were increased by
approximately $1.2 million for additional funding expected from the American Recovery and
Reinvestment Act capitalization grant program. Expenditures were increased accordingly.

Budgeted revenues of the Sales Tax Fund for the fiscal year ending June 3{, 2011 were also
increased from the previous liscal year's budget for expected grant proceeds of approximately
$319.000.

Requests lor Information

This financial report is designed to provide a general overview of the City’s financial picture for all
those with an interest in the City's {inances. Questions concerning any of the information provided
in this report. or requests for additional financial information. should be addressed to the City Clerk.
P.O. Box 431, Bastrop, Louisiana 71221-0431.


http://S12.886.867

BASIC FINANCIAL STATEMENTS



CITY OF BASTROP, LOUISIANA

STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES

June 30, 2010

ASSETS

Cush
Pooled deposits
Rececivables:
Accounts
Taxes
Note
Other
Inventory
Due from other governments
Restricted assets:
Cash
Money market mutual funds
Pooled deposits
Cuapital assets:
Land
Other cupital assets, net of depreciation

Total ussets

-H0)-

$ 3544420
2,008,132

168,785
102,304
49913
28.275
88.083
677,610

424 846
275.013
901,949

921.798

5.839.520

$ 15,030,648

(continued)



CITY OF BASTROP, LOUISIANA

STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES (Continued)
June 30, 2010

LIABILITIES
Accounts payable $ 539.329
Accruced salaries 154,848
Refund due 39.236
Payable from restricted assets 1,117
Accrued interest 28,881
Long-term liabilities:
Due within one year 1,199,111
Due in more than one year 8.022.456
Total liabilitics $ 9984978
NLET ASSETS
Invested in capital assets. net of related debt $ 06.173.086
Restricted for debt service 5,403,657
Unrestricted (deficit) ( 6,531.073)
Total net assets § 5045670
Total labilitics and net assets S 15.030.648

See notes to financial statements.
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CITY OF BASTROP, LOUISTANA

STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES
As of and for the Year Ended June 30. 2010

Program Revenues Net (Expense)
Operating Cupital Revenue and
Charges for Grants and Grants and  Changes in
Expenscs Services Conuributions  Contributions Nel Asscts
Functions/Progrums:
Current:
General government § 3569804 F 67837 % 1460864 5 195926 S( 1.234.643)
Public sufety 5,193,100 207.051 237.612 280339 [ 4,468.098)
Public works 2219792 110.916 67.227 - ( 2.041,649)
Sanitation 20320 ¢ 987.382 357148 - { 6875380
Economic development 173482 - - - (  173.482)
Dbt service:
Interest and lscal charges 387,291 - - - { 387290
Toals $ 13575580 5 1983720 $§ 2122851 § 476265 $( 8992 744)
CGeneral revenucs:
Taxes $ 8.836.164
Intergovernmental 1.040.696
Unrestricted investment earnings 10,432
Miscellancous 165,554
Total general revenues S 10652846
Changes in net assets $  1.660,102
Netassets - beginning 4.971.263
Prior period adjustment ( t.585.695)
Net asscts - ending $  5.045.670

Sce notes to financtial statements.



CITY OF BASTROP. LOUISIANA

BAL.ANCE SHEET - GOVERNMENTAL FUNDS

ASSETS

Cash
Pooled deposits
Reccivables:
Accounts
Taxes
Note
Other
[nventory
Due from other governments
Due from other funds
Restricted assets:
Cash
Moncy market mutual funds
Pooled deposits

Total assets

June 30. 2010

Sewer Sales
General Use Fee Tax
Fund Fund Fund Totals

$ LI00OLIS S 141764 S 2302641 $ 3544420
689.196 1.318.936 - 2.008.i32
- 168,785 - 168,785
100,684 - 1.620 102,304
49.913 ; - 49913
2.947 - . 2947
88.083 - - 88,083
410,372 104.401 067227 582.000
- - 14.745 14,745
301 46243 378.302 424 846
- 275.013 - 275013
- 9()1.949 - 901,949
$ 24415011 $ 2957091 § 2.764.535 $ 8.163.137
{continued)
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CITY OF BASTROP, LOUISIANA

BALANCE SHEET - GOVERNMENTAL FUNDS (Continued)
June 30, 2010

Sewer Sales
General Use Fee Tax
Fund Fund Fund Totals
LIABILITIES AND
FUND BALANCES
Liabilities:
Accounts payable $ 233460 $ 103,934 $§ 201,935 $ 539,329
Accrued salaries 154,848 - - 154,848
Due to other funds 2,645 12,100 - 14,745
Refund due 39,236 - - 39,236
Payable from restricted asset _1.117 - - 1.117
Total liabilities $ 431306 3 116034 § 201935 §  749.275
Fund balances:
Reserved for inventory $ 83,083 $ - 3 - 3 88,083
Reserved for debt service - 2,841,057 2,562,600 5,403,657
Unreserved and undesignated 1.922.122 - - 1.922.122
Total fund baiances $§ 2010205 $ 2.841.057 $ 2562600 $ 7.413.862

Total liabilities and fund balances $§ 2441.511 $§ 2957091 § 2764535 $ 8,163,137

See notes to financial statements.
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CITY OF BASTROP, LOUISIANA

STATEMENT OF REVENUES. EXPENDITURES. AND CHANGE
IN FUND BALANCES - GOVERNMENTAL FUNDS
As of and lor the Yeur Ended June 30, 2010

Capital Sewer Sales
General Projecis Use Fee Tax
Furd Fund Fund Fund Totals
Revenues:

Taxcs $ 7935996 S - kY - 5 900,168 S 88361604
Licenses and permits 538,100 - - - 538,106
Intergovernmental 3.196.559 357,148 - 67.227 3,620,934
Fees, charges, and

commissions for scevices 335,701 - 987.382 - 1,323,083
Fines and forfeitures 138,380 - - - 138,380
Intcrest and miscellancous 425,694 - 268.543 1,635 695 872

Total revenues 5 12570436 S 357148 3§ 1255925 §  969.030 § 15,152,539
Expenditures:

Cuwirent:

General government $ 3474939 3§ - $ - $ -8 34744930

Public satety 4885314 - - - 4885314

Public works 1,782,054 - - 326.641 2,108.693
Sanitution 1.047.261 433,381 483,534 - 1.964,176

Economiv development 173,482 - - - 173,482
Debt service:

Principal 1,805,799 - 510000 357,518 2673317

Interest and tiscal charges 45.032 - 257.279 83.171 390,482
Capital outlay S91.801 - - - 591 801

Total expenditures $ 13805682 § 433381 £ 1250813 0§ 772330 5 16262.206

Excess {deficiengy) of
revenues over expenditures §_1.235346) $(  76.233)

£
“n
|38]
3

196,700 $( 1.109.667)

(contnued)



CITY OF BASTRQP. LOUISIANA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS (Continued)
As of and for the Year Ended June 30, 2010

Capital Sewer Sales
General Projects Use Fee Tux
Fund Fund Fund Fund Teotals
Other finuncing sources fuses):
Revenue anticipation
note proceeds § 1300000 % - 5 - % - % 1.500.000
Operating transfers in (out) 50.658 76.232 { 762337 ( 50.658) -
Total other financing
sources (uses) S 1.550.658 S 76.233 3 76,2337 $( 30658 § 1.500,000
Net chunge in fund balunces $§ 0 315412 % -0 71020 $ 146,42 5 300,333
Fund balances - beginning 3.318.282 - 2912178 2.416.558 8.647.018
Prior period adjustment ( 1,623.489) - - . ( 1.623.48%
Fund balances - cnding $ 2010205 & - 0§ 2BI087 0§ 2562600 § 74138462

See notes to financial statements.
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CITY OF BASTRQP, LOUIS[IANA
RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET
TO GOVERNMENT-WIDE STATEMENT OF NET ASSETS
June 30, 2010

Total fund balances - governmentiil funds balance sheet S 74133862

Amounts reported for governmental activities in statement of net
assets are different because:

Certain revenues are not currently available at the end of the City’s
fiscal year and are not reported in the funds. §3.143

Intergovernmental receivables trom previous years, also not currently

available, are not reported in the funds. 37,195
Capital assets used in governimental activities are not {inancial 6.761.318

resources and therefore are not reported in the tunds,

Long-term liabilities and accrued interest are not due and payable
in the current period and therefore are not reported in the funds, (9.250.448)

Total net assets of governmental activities - government-wide

statement of net assets $  5.045.670

See notes to financial stutements.
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CITY OF BASTROP, LOUISTANA

RECONCILIATION OF GOVERNMENTAL FUND STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGLS IN FUND BALANCES TO
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
June 30, 2010

Net change in fund balances - governmental funds $ 390.333

Amounts reported for governmental activities in stalement of
activities are different because:

Governmental funds report capital outlays as expenditures. However, in

the statement of activities. the cost ol those assets 1s allocated over their

estimated useful lives and reported as a depreciation expense. This is the

amount by which capital outlays and adjustments ($610.183) exceeded

depreciation expense ($598,348) in the current period. 11.835

Governmental funds do not report some revenues because they will not

be collecied for some time after the City’s fiscal year ends and are not

“available” revenues. These revenues increased by this amount this

fiscal year. 83,143

Governmental funds report debt proceeds as current financial resources.
However, in the statement of activities, debt proceeds increase long-term
ljabilitics.  This 1s the amount of current debt proceeds. ¢ 1.500.000)

Governmental funds report principal and interest payments on long-term

obligations as an expense when actually paid. However, in the statement

of activities, interest is expensed as accrued and principal payments are

reported as reductions of the relited debt. This is the amount related to

these reporting differences. 2,676,508

Compensated absences reported in the statement of activities do not require
the use of current linancial resources and therclore are not reported as

expenditures in governmental funds. ( 1.717)

Changes in net assets of governmental activities - povernment-wide

statement of activities $ 1,660,102

See notes to inancial statements.
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Note |.

CITY OF BASTROP, LOUISIANA

NOTES TO FINANCTIAL STATEMENTS
As of and for the Year Ended June 30. 2010

Organization and Summary ol Significant Accounting Policies

City ol Bastrop, Louisiana (the "City™), operates under a mayor-board of aldermen form
of government in accordance with the provisions of the charter adopted July 3, 1952.
Citizens elect the mayor (at large) and five council members (by districts) who are each
compensated. The City is located in northeast Louisiana, its population is approximately
13,000, and it employs approximately 175 pcople.

The following services are provided as authorized by its charter: general administrative
services, public safety (police and fire), public works (building maintenance, cemetery,
health, recreation. and streets). sanitation, and public improvements.

Governmental Accounting Standards Board (GASB) Statement No. 14, The Reporting
Enuty, established criteria for determining the governmental reporting entity and
component units that should be included within the reporting entity. Under provisions of
this Statement, the City is considered a primary government, as it is a speciul purpose
government that has a scparately elected governing body, is legaully separate. and is fiscally
independent of other state or local governments. As used in GASB Statement No. 14,
fiscally independent means that the City may. without the approval or consent of another
governmental entity, determine or modify its own budget, levy its own taxes or set rates or
charges, and issuc bonded debt.

The basic criterion for including a potential component unit within the reporting entity is
financial accountability. The GASB has set forth criteria to be considered in determining
financial accountability. This criteria includes:

1. Appointing a voting majority of an organization’s governing body, and
. the ability of the municipality to imposc its will on that organization and/or

b. the potential for the organization to provide specific financial benefits to or impose
specific financial burdens on the municipality.

2. Organizations for which the municipality does not appoint a voting majority but are
fiscally dependent on the municipality.

3. Organizations for which the reporting entity’s financial stutements would be
misleading i’ data of the organization is not included because of the nature or
significance of the relationship.
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NOTES TO FINANCIAL STATEMENTS

Based on the criteria, the City has determined that City of Bastrop Sales Tax District No.
1 is a component unit of the reporting entity. As required by generally accepted accounting
principles, these finuncial statements present the primary government (the City) and its
component unit. The component unit is reported as part of the municipality and blended
with the appropriste municipality funds.

Component units that are legally separate from the municipality. but are so intertwined with
the municipality that they are. in substance. the same as the municipality, are blended
component units. For i component unit to be blended. the organization’s board and the
municipality’s must be substantively the same or the organization must provide services
entircly or almost entirely to the municipality.

Also considered in the determination of component units of the reporting entity were
Bastrop City Marshal and City Court of Bastrop. The day-to-day operations of the marshal
and court are funded by the City's General Fund and their activities are primarily for
residents of the City. However, the agency tunds of these two entities are not shown in this
report and their individual financial statements are available by contacting the entities.

These governmental entities are statted by independently elected officials and are legally
separate {from the City.

The more significant of the City’s accounting policies are described below:
Government-Wide Financial Statements:

The government-wide financial statements include the statement of net assets and the
statement of activities. These statements report financial information for the City as
a whole. Individual funds are not displayed but the statements report governmenial
activities, generally supported by taxes and intergovernmental revenues. The City has
1o business-type activities. generally {inanced in whole or in part with fees charged
to external customers.

The statement of activities reports the expenses of a given tunction offset by program
revenuces direetly connected with the functional program. A function is an assembly
ol similar activities and may include portions of a fund or summarize more than one
fund to capture the expenses and program revenues associated with a distinct
functional activity. Program revenues include: (1) charges for services which repont
licenses., permits, tees. fines. forfeitures, and other charges to users of the City's
services: (2) operating grants and contributions which finance annual operating
activities; and (3) capital grants and contributions which fund the acquisition.
construction, or rehabilitation of capital assets. These revenues are subject to
externally imposed restrictions to these program uses. Taxes and other revenue
sources not properly included with program revenues are reported instead as general
revenues.
-20-



NOTES TO FINANCIAL STATEMENTS
Fund Financial Statements:

Fund financial statements are provided for governmental funds with major individual
governmental funds reported in separate columns.

Basis of Accounting, Measurement Focus. and Financial Statement Presentation:

The financial statements of the City are prepared in accordance with generally
accepted accounting principles (GAAP). The government-wide statements report
using the economic resources measurement focus and the acerual basis of accounting
generally including the reclassification or elimination of internal activity (between or
within funds), However, internal eliminations do not include services provided to
City departments. Revenues are recorded when earned and expenses are recorded
when a liability is incurred. regardless of the timing of related cash tlows. Ad valorem
tax revenues are recognized in the ycar for which they are levied while grants are
recognized when grantor eligibility requirements arc met.

Governmental fund {inancial statcments report using the current linancial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Available means collectible
within the current period or soon enough thereatter to pay current liabilities. The City
considers revenues to be available if they are collected within 60 days of the cnd of
the fiscal year. Expenditures are recorded when the related tund liability is incurred.
cxcept for principal and interest related to long-term debt, as well as expenditures
related 1o compensated absences, which are reported as expenditures only when
payment is duc.

Major revenue sources susceptible to accrual arc ad valorem taxes, sales tuxes, gross
receipts taxes. intergovernmental revenues, and sewer use fees. In general, other
revenues are recognized when cash is received.

Fund Types and Major Funds:

The City reports the following major governmental funds:

General Fund - the general operating fund of the City and accounts for all linancial
resources. except those required to be accounted for in other funds.

Capital Projects Fund - accounts for financial resources received and used for the
acquisition, construction, or improvement of capital assets not reported in the other
governmental tunds.



NOTES TO FINANCIAL STATEMENTS

Sewer Use Fee Fund - accounts for a dedicated source of revenue available for
repayment of [unds borrowed 10 make improvements to the sewage treatment and
collection systems.

Sales Tax Fund - accounts for a dedicated source of revenue available for
maintaining. improving, repairing, and extending streets, sidewalks, alleys,
roadways, and related drainage within the territorial limits of City of Bastrop Sales
Tax District No. 1.

Budgets and Budgetary Accounting:

The Board of Aldermen adopted annual budgets for the General Fund and Special
Revenue Funds (Sewer Use Fee und Sales Tax) onJune 11, 2009. The annual budgets
were prepared in accordance with the basis of accounting utilized by the funds. The
City Clerk i1s authorized to transier budgeted amounts within and among depariments;
however. any revisions that alter total ex penditures, resulting from revenues exceeding
amounts estimated, must be approved by the Board of Aldermen. Final amendments
were made to all budgets on June 15, 2010 and the budgetury comparisen schedules,
included as supplementary information in the accompanying financial statements,
include the original and {inal amended budgeted amounts. All annual appropriations
lapsc at the end of cach fiscal year.

Use ol Estimates:

The preparation of tinancial statements in conformity with accounting principles
generally accepted in the United States of America requires management 10 make
estimates and assumptions that atfect certain reported amounts and disclosures.
Accordingly, actual results could difter from those estimates.

Cash:

Cash includes amounts in interest-bearing demand and time deposits. Under state
law, the City may deposit funds in demand deposits, interest-bearing demand deposits,
or time deposits with state banks organized under Louisiana law or any other state of
the United States. or under the Jaws of the United States.

Money Market Mutual Funds and Pooled Deposits:

Moncy market mutual funds and pooled deposits are stated at fair value based on
quoted market values. The fair value of the deposits is determined on a weekly basis
to monitor any variances between amortized cost and market value. Legally binding
guaraniees have not been oblained to support the value of the deposits as all are short-
term, highly-liquid securities.

2.
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NQOTES TO FINANCIAL STATEMENTS

State statutes authorize the City to invest in United States bonds, treasury notes and
bills, or certificates or time deposits of state banks organized under Louisiana law and
national banks having principal offices in Louisiana. In addition, local governments
in Louisiana are authorized to invest in Louisiana Asset Management Pool, Inc.
(LAMP). a non-profit corporation formed by an tmuative of the State Treasurer in
1992 and organized under the laws of the State of Louisiana, which operates a local
government investment pool.

Receivables and Due From Other Governmenis:

Sigmificant receivables include frunchise taxes, sales taxes, intergovernmental
revenues, and amounts due from customers for utility services. Un-billed utility
service receivables resulting from utility services rendered from the last date prior to
the end of the fiscal year that meters were read to the end of the fiscal year are
included in the amounts recorded as due from utility customers. Intergovernmental
receivables arc primarily comprised of amounts due from Bastrop Area Fire Protection
District No. 2. Revenues from grants are recorded as carned when eligibility
requirements are met.

Uncollectible Allowance:

The statements contain no provision for uncollectible accounts. City management is
of the opinion that such allowance would be immaterial in relation to the financial
stutements taken as a whole.

Inventory:

Inventory of the General Fund consists of expendable supplies held for consumption
and is reported at cost. Expenditures we recognized when the items are purchased.

Interfund Transuctions:

Activity between funds that are representative of lending/borrowing arrangements
outstunding at the end of the fiscal year are reported as due to/from other funds (i.e.
the current portion of interfund ioans) in the fund financial statcments.

Transfers and payments within the reporting entity that are substantially for the
purposes of subsidizing operating functions, lunding capital projects and asset
acquisitions, or maintaining debt service on a routine basis are reported as operating
transters between funds of the reporting entity.

Interfund transactions are eliminated in the government-wide financial statement of
activities within the segregated governmental activities.

23

e



NOTES TO FINANCIAL STATEMENTS
Restricted Assets:

Restricted assets are reported for cash, money market mutual funds, or pooled
deposits legally restricted For specified uses such as payment of debt service and fiscal
fees on long-ter debt.

When both restricted and unrestricted resources are available for use, it is the City’s
policy to use restricted resources first, then unrestricted resources as needed.

Cupital Assets and Depreciation:

Capital assets, which include property, plant, and equipment, with useful lives of
more than one year, are reported in the government-wide financial statements.
Capital assets are recorded at historical cost or estimated cost if historical cost is not
available. Donated asscts are stated at fair value on the date of donation.

The City generally capitalizes all individual assets (including infrastructure) with
costs of $2,500 or more as purchase and construction outlays occur.  City's
management opted. upon implementing GASB No. 34. Basic Financial Statements
- and Management’s Discussion and Analysis - for State and Local Governments
during the fiscal year ended June 30. 2007, not to retroactively report general
infrastructure assets.

The costs of normal maintenance and repairs not adding o an asset’s value or
materiatly extending its useful life are not capitalized. Upon disposition of capital
assets, the cost and applicable accumulated depreciation ure removed from the
respective accounts, and the resulting gain or loss is recorded in operations.

As surplus assels are sold when declared no longer needed for public purposes,
salvage value is taken into consideration for depreciation purposes.  All capital
asscts, other than land and consiruction in progress, are depreciated using the
straight-line method over the lollowing usetul lives:

Buildings and improvements 25 - 40 years
Machinery and equipment 5 - 15 years
Roads 20 years
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NOTES TO FINANCIAL STATEMENTS
Accumulated Compensated Absences:

Allowable annual vacation and sick leave is prescribed by municipal ordinance. bascd
on length of continuous employment by the City, accrued on an employment
anniversary basis, and accrued to specilicd maximums. Compensatory time s also
granted to supervisory personnel in lieu of overtime pay. Employees may accumulate
unused compensatory time which is paid to the employee in the form of time off ar
at the employee’s current rate of pay upon separation from service.

The City's recognition and measurement criteria for compensated absences follows:

GASB Statement No. 16, Accounting for Compensated Absences. provides that
vacation leave and other compensated absences with similar characteristics should
be accrued as a liability as the benefits are eamned by the employeces if both of the
following conditions are met:

|. The employeces’ rights to receive compensution are attributable to services
already rendered.

2. Itis probable that the employer will compensate the emplovee for the benefits
through paid time off or some other means, such as cash payments at
termination or retirement.

GASB Statement No. 16 provides that a liability for sick leave should be accrued
using one of the following approaches:

1. An accrual for earned sick leave should be made only to the extent it is
probable that the benefits will result in termination payvments, rather than be
taken as absences due to illness or other contingencies, such as medical
appointments and funerals.

2. Alternatively, a governmental entity should estimate its accrued sick leave
liability based on the sick leave accumulated at the balance sheet daie by those
cmployees who currently are cligible 10 receive termination payments as well
as other employees who are expected te become eligible in the future to receive
such payments.

Estimated accrued compensated absences resulting from unused vacation and
compensatory lime at the end of the fiscal year are recorded as long-term liabilitics
in the government-wide financial statements, No Liability 1s recorded for nonvesting
accumulating rights to receive sick pay benefits.



NOTES TO FINANCIAL STATEMENTS

Compensated absences are paid from the General Fund that is responsible for all
employees’ compensation.

Long-Term Liabilities:

Accrued compensated absences. outstanding debt, and the related accrued interest is
reported as liabilities in the government-wide financial statements. The fund tinancial
statements recognize proceeds of debt as other financing sources of the current period.
Expenditures lor compensated absences, long-term debt principal, and interest
payments are recorded in the tund financial statements only when payment ts duc.

Accounting principles generally accepted in the United States of America require that
postemployment benefits for retired employees be accrued. The City did not accrue
such benefits for the year ended June 30, 2010 for the governmentat activities.

Equity Classifications:

In the government-wide financial statcments, equity is classified as net assets and
classilied into two components:

1. Restricted - consists of net assets with constraints placed on their use either by
(1N external groups such as creditors. grantors. contribulors, or laws and
regulations of other governments: or (2) law through constitutional provisions
or enabling legislation.

2. Unrestricted - consists ol all other assets.

In the fund financial statements. governmental fund balances are classified as reserved
or unreserved, with unreserved further classified as undesignated as amounts are
available for appropriation and not legally restricted for specified purposes. Fund
bulance is reserved for amounts not available for appropriation or legally restricted for
specified purposes.
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NOTES TO FINANCIAL STATEMENTS
Revenue Recognition - Ad Valorem and Sales/Use Taxes:

Ad valorem taxes attach as an enforceable lien on property as of January 1. Taxes are
levied by the City in September or October, are actually billed to the taxpayers in
November. and are due and payable on or before December 31 of the same year or the
unpaid taxes become delinquent. The City bills and collects its own property taxes
using the assessed values determined by the tax assessor of Morehouse Parish.

Sales/use taxes collected and held by other governments at year end on behalf of the

City and those collected by other governments and remitted to the City within 60 days

after Junc 30 for preceding months are recognized as revenue. The sules/use taxes are

collected by Morehouse Sales and Use Tax Commission and remitted tv the City.
Note 2. Cash and Deposits

The following is a summary of cash and deposits of the City as of June 30, 2010:

Non-pooled deposits:

Interest-bearing demand deposits $ 3,967,865
Petty cash 1.400
Money market mutual funds 275,013
Pooled deposits 2,910.082

$ 7.154.360

The non-pooled deposits are stated at cost, which approximates market. Under state law.,
the non-pooled deposits (or the resulting bank balances) must be secured by federal deposit
insturance or the pledge of securities owned by the fiscal agent bank. The market value of
the pledged securities plus the tederal deposit insurance must at all times equal the amount
on deposit with the fiscal agent. These sccuritics are held by the City or its agent in the
naine of the City in a holding or custodial bank that 1s mutually acceptable to both parties.

As of June 30, 2010. the City had $3.848,885 in non-pooled demand deposits (collected
bank balances). These deposits were secured from risk by $500,000 of federal deposit
insurance and $3,348,885 of pledged securities held by the City and the pledging financial

institution’s trust department or their agents in the City’s name.

Collateralization is not required for investments in money market mutual funds.

17-



Note 3.

NOTES TO FINANCIAL STATEMENTS

Pooled deposits are held as of June 30, 2010 by Louisiana Asset Management Pool, Inc.
(LAMP) und the corporate trust depariment of Regions Bank. In accordance with GASB.
the pooled deposits held by the City as of June 30. 2010 are not categorized in the three risk
categories provided by GASB because the pooled deposits are in pools of funds and thereby
not evidenced by securities that exist in physical or book entry form.

LAMP is administered by a Louisiana non-profit corporation, LAMP, Inc., which is
governed by a board of members elected by the pool’s participants cach year at the annual
meeting. The objective of LAMP is to provide safety of principal and daily liquidity with
acompetitive rate of return. LAMP invests its assets only in securities and other obligations
thatare permissible under Louisianu state law for local governments. Regions Bank restricts
its investments to securities issued, guaranteed, or otherwise backed by the U.S. Treasury,
the U.S. government, or one of its agencies or instrumentalities, government-only money
market funds rated AAAm by Standard & Poor’s, and commercial paper of domestic United
States corporations rated A-1 or A-1+ by Standard & Poor’s.

There were no repurchase or reverse repurchase agreements as of June 30, 2010.
Receivables and Due From Other Governments

The following is a summury of receivables and due from other governments of the
governmental activities as of Junc 30, 2010:

Sewer Sales
General Use Fee Tax
Fund Fund Eund Totals
User fees:
Sewer $ - % 168785 S - § 168,785
Taxes:
Ad valorem 12,974 - - 12,974
Franchise 79.361 - - 79.361
Sales 8.349 - 1,620 9,969
Qther 2.947 - - 2,947
Note 49913 - - 49,913
[ntergovernmental:
Federal 170,228 104,401 63.863 338,494
State 61,390 - 3,362 64,752
Local 178,754 - - 178.754

$ 563916 § 273.186 § 68847 § 905.949
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NOTES TO FINANCIAL STATEMENTS
Note 4. Taxes

For the year ended June 30, 2010, ad valorem taxes ol 40.47 mills were levied on property
with assessed valuations totaling $75,014,964 as follows:

Maximum Levied Expiration
: Millage Millage Date

General corporate purposes 9.58 9.55 Perpetual
Police 6.80 6.78 2021
Street improvements 6.80 6.78 2021
Sewer maintcnance 6.80 6.78 2021
Fire (#1) 3.40 339 2021
Fire (#2) 3.23 3.22 2023
Recreation 2.56 2.55 2023
Cemetery 65 65 2023
Building maintcnance .65 .65 2023

The following are the principal ad valorem taxpayers for the City:

Pcrcentage of
Asscssed  Total Assessed  Ad Valorem

Valuation Valuation Tax Revenue
International Paper Company $ 24917480 332%  $ 1.008.411
Wal-Mart Louisiana. LLC 1.931.290 25.7% 78.159

Total ad valorem taxes levied were $3.035.864. There were $12.974 of uncollected ad
vulorem taxes as of June 30, 2010.

The following sales and use taxes were levied as of June 30, 2010

Expiration
Rate Purpose Duate
Y2%  any lawful municipal purposes June 1, 2020
Y%  any lawful municipal purposes August 1, 2019
1%  any and alt lawful municipal purposcs August 1, 2018
V2%  general, fire, and police operations Perpetual

Y%  streets. sidewalks, alleys. roadways, and related drainage December 31, 2014
Note 5. Restricted Assets and Liabilitics Payable From Same

Restricted assets of $1.223,205 of the Sewer Use Fee Fund and $378.302 of the Sales Tax
Fund consist of funds required to be maintained and the use is restricted.

9.



NOTES TO FINANCIAL STATEMENTS

Note 6. Capital Assets and Depreciation

Capital assets and depreciation activity as of and for the year ended June 30, 2010 for the

governmental activities is as follows:

Gaovernmental activities:
Capital asscts not being depreciated:
fand
Construction in progress
Total capital assets not being depreciated

Capital asscts being depreciated:
Infrustruclure
Buildings and improvements
Muchinery and equipment
Total capital asscts being depreciaed

Less aceumulated deprecition fur:
Intrastructure
Buildings and improvements
Muchinery and cquipment
Total accumulated depreciation

Total capital assets being depreciated. net

Balance - Bulance -
July 1, Adjustments and June 3G,
2009 Increases  Reclassifications 2010
911,798 % - b - & Q21,798

1836.674 - {  186.674) -

LIO84A72 % - $C186674) F_ 921798

1665498 3 - $ - $ 1,6654938

4,146,577 281.076 202,149 4,629 802

6,269.314 310,725 2007 6,582,946

12081.380 § 501.801 g 25056 5 12878246

8962 CH I ST I 5 143,520

2583311 104,698 3,690,009

3.745.105 434 792 4. 199 897

6440378 0§ 594348 3 - $ 7.038.7206

S0 § 6547) $ 205056 & 5839520

Depreciation cxpense of the City for the year ended June 30. 2010 was charged to the

following governmental tunctions:

General government
Public sufety

Public works
Sanitation

Note 7. Short-Term Debt

$

116.126
306,038
108,249

67.935

398,348

In September 2009, the City issued $1,500,000 revenue anticipation notes for the purpose
of paying current general expenses tfor the year ended June 30, 2010. The maturity date was
on or before March |, 2010 and the City paid the note in {ull with interest thereon in

January 2010.
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NOTES TO FINANCIAL STATEMENTS

The outstanding certificates of indebtedness and bonds as of June 20, 2010 are comprised
of the following individual issucs:

Certificates of Indebtedness Series 2002 - dated July 11, 2002, bear interest at 5.0% per
annum, interest due January 1 and luly 1 of each year, principal due July 1 of each year.

The City tssued the certificates of indebtedness to a local bank ($382.500) for the
purpose of (a) refunding prior certificates; (b) paying costs of acquiring public works
cquipment; (c) the acquisition, construction. and installation of improvements to the
City’s infrastructure, including streets and drainage: and (d) paying costs incurred in
connection with the issuance of the certificates.

The certificates are payable as to principal and interest from an irrevocable pledge and
dedication of the City’s excess revenues above statutory. necessary, and usual charges
in each fiscal year during which the centificates are outstanding.

$494.000 Subordinated Certificate of Indebledness Series 2006A - dated April 27, 2006,
initially shall not bear interest except in the event of a default in payment until the fifth
anniversary. then bears interest at 5.0% per annum, interest and principal due January
l4th of each year until the balance is paid.

$1.040.000 Subordinated Certificate of Indebteduess Series 20068 - dated August 16,
2006, initially shall not bear intcrest except in the event of a default in payment until the
fifth anniversary. then bears interest at 5.0% per annum, intcrest and principal duc
January 14th of cach year until the balance is paid.

Each annual principal installment for the total subordinated certificates shall be equal to
the lesser of the current outstanding principal balance of the certificates or 50% of the
City’s incremental sales tax revenue calculated by subtracting each of the current
month’s sales tax collections in the current yeur from the same month in the base year.
The City’s bond counsel has corresponded that “the term on repayment is essentially
until the balance is paid™.

The City issucd the subordinated certificates of indebtedness to Wal-Mart tor the City
to construct and install improvements on Wal-Mart's behalf.



NOTES TO FINANCIAL STATEMENTS

The certificates are payable as to principal and interest solely [rom a pledge and
dedication of the excess of annual revenues of the City above statutory, necessary, and
usual charges in cach fiscal year during which the certificates are outstanding after
payment of the superior indebtedness (series 2002 certificates).

$7.500,000 Sewer Revenue Bonds - dated December 1, 1994, bear interest at 2.45% per
annum, interest and principal payable July | of each year.

$1.700,00 Sewer Revenne Bonds - dated November 1, 2002, bear interest at a rate not
10 exceed 7.0% per annunt. interest Jue May 1 and November | of each year, principal
due November 1 of cach year.

§2.100.00 Sewer Revenue Bonds - dated September 24, 2003, bear interest at a raie not
to exceed 6.0% per annum, interest due May | and November | of each year. principal
due November 1 of each year.

Proceeds of the sewer revenue bonds dated in 1994 were received in two separate series
and for the purpose of financing the acquisition and construction of extensions and
improvements to the City's sewage and wastewater collection. treatment, and disposal
systems.

The proceeds of the sewer revenue bonds dated in 2002 and 2003 were [or the purpose
of providing funds to {a) construct and acquire improvements. extensions, replacements.
and renovations to the City's sewage system, including appurtenant equipment,
accessorics, and properties, both personal and real; (b) fund the reserve requirement; and
(¢} pay the costs of issuance of the bonds.

The sewer revenue bonds are payable as to principal, interest, und administrative fees
solely from the revenues and income derived or 1o be derived from the operation of the
sewage system,

53,000,000 Sales Tax Revenue Bonds - dated July 1, 2005, bear interest at rate varying
from 3.85% to 4.05%. interest and principal payable July 1 of each year.

Proceeds of the sales tax revenue bonds were for the purpose of maintaining . improving,
repairing, and extending the streets, sidewalks, alleys, roadways, and related drainage
within the territorial limits of City of Bastrop Sales Tax District No. .

The bonds are payable solely from and secured by an irrevocable pledge and dedication
of the avails or proceeds of 4 one-half percent sales and use tax subject only to the prior
payment of the recasonable and necessary costs and expenses of collecting and
administering the tax.
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NOTES TO FINANCIAL STATEMENTS

All of the bond covenants contain significant requirements for annual debt service and flow
of funds through various restricted accounts. Specifically, the revenue bond indentures
require the use of revenue, bond proceeds, operations and maintenance, reserve, sinking,
construction, and renewal and replacement accounts. The City is in compliance with all
significant requirements of the various bond covenants.

The interest and principal payments on both the series 2002 certificales of indebtedness
and bonds due July | of the succeeding fiscul year are consistently being reported and
budgeted by the City in the current fiscal year when payments are actually made.

The annual requirements to amortize the series 2002 certificates of indebtedness, pension
liabilitics. and revenue bonds of the governmental activities as of Junc 30. 2010 are as

tollows:

Year
Ending
June 30,

2011

2012

2013

2014

2015
2006-20
2021-25
2026 -29

Totuls

Scewer Use Sales

Generul Fund Fuoe Fund Tax Fund

Scwer Sules Tax

Certificates of Pension Revenue Revenue

Indebtedness Liabilitics Bonds Bends Toials

5 52,000 ¥ 65338 S 535000 S 3k000 0% 957338
54,500 - 550.000 315.000 919,500
- - 565.000 330,000 395,000
- - 585,000 340,000 925,000
- - 0605.000 3535.000 960.000
- - 1,245.000 - 1,245,000
- - 965,000 - 965,000
- - #50,000 - 850.000
§ 106,500 S 65.338 $ 5,900,000 § 1645000 §$ 7716838
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NOTES TO FINANCIAL STATEMENTS

The City incurred and charged to expense $390,482 of interest costs and fiscal charges
during the year ended June 30, 2010. The annual requirements to amortize all interest and
administrative fees applicable to the series 2002 certificutes of indebtedness. pension
liabilities, and revenue bonds of the governmental activities as of June 30, 2010 are as
follows:

Scewer Use Suales
Generatl Fund Fee Fund Tux Fund
Salcs Tax
Certificates of Pension Sewer Revenue Revenue
Indebtedness Liabilitics Bonds Bonds
Year
Ending ' Administrative
June 30, Intcrest Interest Interest Fecs [nterest Talals
2011 $ 325 % 4374 % 222879 % 13625 % 63990 % 312393
2012 2725 - 7875 11,525 53.881 276.006
2013 - - 192 329 9,350 41312 243 491
2014 - - 176,134 7.125 28,080 211.339
2015 - - 159,128 4,825 14,377 178,330
2016-20 - - 587.754 2450 - 590,204
21 -325 - - 359611 - - 359611
2026 - 20 - - $3.225 - - 83,225
Totals % 8.050 % 4,574 $1U88935 S 45000 5 203640 $2.254.099
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Note 9,

NOTES TO FINANCIAL STATEMENTS

The City had four equipment capital leases in effect as of June 30, 2010 with original
recorded amounts totaling $3502.587. The capital leases were recorded as capital assets and
long-term obligations in the government-wide financial statements. The following is a
schedule of future minimum lease payments together with the present valuc of the net
mimmum lease paymenis to be paid on the four lease obligations outstanding as of June
30, 2010:

Year Sales

Ending General Tax

June 30, Fund Fund Totals
2011 $ 26,576 3 71933 $§ 98,509
2012 26,576 57.313 83.889
2013 26,576 14,958 41,534
2014 26,576 - 26,576
2015 26.576 - 26,576
2016 - 17 53,154 - 53.154

Total minimum lease payments $ 186,034 § 144204 S 330,238

Less amounts representing inlerest (2885 _( 8413 (37267

Present value of net minimum

lease payments $ 157180 $ 135791 $ 292971

As of June 30, 2010 employees of the City had accumulated and vested $202,168 of
employee leave benefits that will be liquidated by the General Fund.

Fund Balances - Reserved

Inventory at year end is equally offset by a fund balance reservation of the General Fund
under the purchase method. Fund balance has also been reserved for the repayment of
outstanding long-term debt to indicate the current unavailability of the net assets to pay
current expenditures.

Revenues collected by the Sewer Use Fee Fund are dedicated for repayment of funds
borrowed for acquisition, construction, and improvements to the sewage and wastewater
collection, treatment, and disposal systems: therefore fund balance is rescrved. Likewise.
fund balance of the Sales Tax Fund has been reserved as revenues collected by the fund are
dedicated for maintaining, improving, repairing. and cxtending streets and related
improvements. :
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Note 10.

Note 11,

NOTES TO FINANCIAL STATEMENTS
Deferred Compensation Plan

The City ofters all full-time employecs a delerred compensation plun ereated in accordance
with Internal Revenue Code Scction 457. The plan permits employees 1o deter a portion
of their salary until future years. The deferred compensation is not available to employees
until termination, retirement. death, or unforesecuble emergency except for i one-time
withdrawal which is subject to certwin restrictions.

All assets of the plan, including all deferred amounts, property. and rights purchased with
deferred amounts, and all income attributable to such deferved amounts, property. orrights,
are held in a qualified trust, custodial account, or annuity contract for the exclusive benefit
of the participants and beneficiarics. The assels are not subject to the claims of the City’s
creditors nor can they be used by the City for any purpose other than the payment of
benetits to those individuals participating in the plan or their designated beneficiaries.

Pension Plans and Other Pension Liabilities

For the year ended June 30, 2010, the City paid retirement benelits ot $68,107 from the
Gencral Fund to firemen who were already receiving benefits prior to December 1981, In
December 1981, active City firemen were accepted into the Firefighters' Retirement
System of Louisiana. The hability associated with this acceptance has been recorded in the
government-wide {inancial statements as a long-term liability of the General Fund.

Substantially all employees of the City are members of Municipal Employees™ Retirement
System of Louisiana. Municipal Police Employees’ Retirement System of Louisiana, or
Firefighter's Retirement System of Louisiana. These systems are cost-sharing, multiple-
cmployer. defined benefit pension plans adminisicred by separate boards of trustees.
Pertinent information relative to each plan follows:

Municipal Employees’ Retirement System of Louisiana (the “System™):
Plan Description;
The System is composed of two distinet plans. Plan A and Plan B, with separute

assets and benefit provisions. All participating employees of the city are members
of Plan A.



NOTES TO FINANCIAL STATEMENTS

All permanent employces working at least 35 hours per week who are not covered
by unother pension plan and are paid wholly or in part from City funds and all
elected City offrcials are cligible to participate in the System. Under Plan A,
employees who retire at or alficr age 60 with at least 10 years of credituble service,
at or after age 55 with at least 25 years of creditable service, or at any age with at
least 30 years of credituble service are entitled to a retirement benefit, payable
monthly for iife. equal to 3% of their final-average salary for each year of creditable
service.  Final-average salary is the employee's average salary over the 36
consecutive or joined months that produces the highest average. Employees who
terminate with at least the amount of creditable service stated above, and do not
withdraw their employec contributions, may retire at the ages specified above and
receive the benefit accrued to their date ol termination. The System also provides
death and disability benefits. Benelits are established or uamended by state statute.

The System issucs an annual publicly available financial report that includes
financial statements and required supplementary information for the System. That
report may be obtained by writing 1o Municipal Employees’ Retirement System of
Louisiana, 7937 Office Park Bouleviard, Baton Rouge, Louisiana 70809, or by
calling (225) 925-4810.

Funding Policy:

Under Plan A. members are required by state statute to contribute 9.25% of their
annual covered salary and the City is required 1o contribute a1 an actuarially
determined rate. The current rate is 13.509% of annua) covered payroll.
Contributions to the System also include 1/4 of 1% (except Orlcans and East Baton
Rouge Parishes) of the taxes shown to be collectible by the tax rolls ot each parish.
These tax dollars are divided between Plan A and Plan B based proportionately on
the suluries of the active members of euch plan. The contribution requirements of
plan members and the City are established and may be amended by state statute. As
provided by Louisiana Revised Statute 11:103, the employer contributions arc
determined by actuarial valuation and are subject to change each year based on the
results of the valuation for the prior fiscal year. The City’s contributions to the
System under Plan A for the years ended June 30. 2010, 2009, and 2008 were
5185.238, 5205.234, and $212.234, respectively, cqual to the required contributions
lor each year.
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NOTES TO FINANCIAL STATEMENTS
Municipal Police Employees’ Retirement System of Louisiana (the “System™):
Plan Description:

All tull-time police department employces engaged in law enforeement arc required
to participate in the System. Employees who retire at or after age 50 with at least
20 years of creditable service, at or alter age 55 with at least 12 years of creditable
service. or at any age with 25 years of creditable service arc entitled to a retirement
benefit, payable monthly for life, equal to 3 1/3% of their final-average salary for
each year of creditable service, not to exceed 100% of their final-average salary.

Final-average salary is the employee's average salary over the 36 consecutive or
joined months that produces the highest average. Employees who tenminate with
at least the amount of creditable service stated above, and do not withdraw their
employee contributions. may retire at the ages specified above and receive the
benefit accrued to their date of termination. The System also provides death and
disability benefits. Benefits are established or amended by state statute.

The System issues an annual publicly available financial report that includes
financial statements and required supplementary information for the System. That
report mity be obtained by writing to Municipal Police Employees’ Retirement
System ol Louisiana, 8401 United Pluza Boulevard, Baton Rouge, Louisiana
70809-2250, ar by calling (225) 929-7411.

Funding Policy:

Plan members are required by state statute to contribute 7.5% of their annual
covered salary and the City is required to contribute at an actuarially determined
rate. The current rate is 13.75% of annual covered payroll. The contribution
regquircments of plan members und the City are established and may be amended by
state statute. As provided by Louisiana Revised Statute 11:103, the employer
contributions are determined by actuarial valuation and ure subject to change each
year based on the results of the valuation tor the prior fiscal year. The City's
contributions to the System for the years ended June 30, 2010, 2009, and 2008 were
$123,364. $102.900, and $161,089. respectively, equal tothe required contributions
for each yeuar.
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NOTES TO FINANCIAL STATEMENTS
Firefighters' Retirement System of Louisiana (the “System™):
Plan Description:

Membership in the Firetighters' Retirement System of Louisiana 18 mandatory for
all full-time firefighters employed by a municipality, parish, or fire protection
district that did notenact an ordinance before January 1, 1980, exempting itself from
participation in the System. Employees are eligible to retire at or after age 55 with
at least 12 years of creditable service or at or after age 50 with at least 20 years of
creditable service. Upon retirement, members are entitled to a retirement benefit,
piyable monthly for life, cqual to 3 1/3% of their final-average salary for cach year
of creditable service, not to exceed 100% of their final-average salury. Final-average
salary is the employee's average salary over the 36 consccutive or joined months that
produces the highest average. Employees who terminate with at lcast 12 years of
service and do not withdraw their employee contributions may retire ot or after 55
(or at or after age 50 with at least 20 years of creditable service at termination) and
rcceive the benefit accrued to their date of termination. The System also provides
death and disability benefits. Benefits are established or amnended by state statute.

The System issues an annual publicly available financial report that includes
financial statements and required supplementary information for the System. That
report may be obtained by writing to Firefighters™ Retirement System of Louisiana,
P. Q. Box 94095, Baton Rouge. Louisiana 70804, or by calling (225) 925-4060.

Funding Policy:

Plan members are required by state statute to contribute 8.0% of their annual
covered salary and the City is required to contribute al an actuarially determined
rate. The current rate is 13.75% of annual covered payroll. The contribution
requirements of plan members and the City are established and may be amended by
state statute.  As provided by Louisiana Revised Statute 11:103, the employer
contributions are determined by actuarial valuation and are subject (o chunge each
year based on the results of the valuation for the prior fiscal year. The City's
contributions to the System for the years ended June 30, 2010, 2009, and 2008 were
$168.638,5144,911, and $169,243, respectively, equal o the required contributions
for each year.
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Note 12.

Note 13.

Note 14,

NOTES TO FINANCIAL STATEMENTS
Legislative Chunges:

Act 584 of 2006 implemented a new plan of benelits for employees hired January
[. 2007 and later. The changes affected the tinal average compensation. eligibility
ages for normal retirement, years of service required for disability retirement
eligibility, and the payment date of actuarial cost of leave conversion.

On-Behalf Payments for Salaries

For the year ended June 30, 2010, the City recognized revenue and expenditures of
$12,000, $201,050, and $235,734 in salary supplements from State of Louisiana paid to
cmployces of the administrative, police, and tire departments, respectively.

Opcrating Leases

As of June 30. 2010, the City had entered into three equipment operating leases having

initial or remaining noncancellable terms in excess of one year. The minimum annual
commitment to be paid from the General Fund under the leases arc as follows:

Year

Ending

June 30, Totais
201t $ 18.042
2012 16.217
2013 6.450

Total 3 40,709

Agreement for Operations, Maintenance. and Management Services

In June 2006. the City cntered into an automatically renewed five year term through June
30,2011 with Veolia Water North America for operations, maintenance, and management
services of the wastewater and related treatment facilities. The City agreed to adjust the
annual fee (currently $1,045,805 for the year ended June 30, 2010) by 3.0% through the
term of the current agregment.
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Note 5.

Note 16.

NOTES TO FINANCIAL STATEMENTS
Billing and Collection Agreement

A sewer billing and collection agreement was signed on March 27, 2001 by the City with
Water Treatment & Controts Company (WT&C) wherein WT&C ucts and serves as
biliing. receiving, and collection agent for the City's sewerage charges owed by WT&C
customers who are also the City’s sewer customers. The City will pay WT&C a monthly
fce of $2,500 for their services. The contract is for a period of one year commencing at the
date of execution and will automatically be extended from year to yeur unless one of the
parties gives 90 days written notice prior to the end of the current year of its intention to
terminate the agreement. Etfective April 1, 2008, the monthly fee increased to $2.993 tor
another incremental change in the CPI-Urban Index as agreed to in the original coniract.

Cooperative Endeavor Agreements and Prior Period Adjustment

On February 19, 1999, the City entered into a contract and agreement with Bastrop Area
Fire Protection District No. 2 (the “District™) for the public benefit of the citizens of the
City and the District. The term of the contract was for ten years commencing on January
1, 1999 and terminating on December 31, 2009.

The City’'s legal counsel is of the opinion that amounts paid over the yeuars under the
expired contract were miscalculated and underpaid. This underpayment was originalty
recorded in the financial statements as of June 30, 2007, but the District has not agreed to
the correctness or to the payment ol the amount as of June 30, 2010. Therefore. a prior
period adjustment of 51,585,695 was made as of June 30, 2010 to remove the receivable
from the govermmental activities and the fund financial statements as the revenue was not
available soon enough after year end to pay current liabilities.

On March 23, 2010, the City and Bastrop Area Fire Protection District No. 2 entered into
another cooperative endeavor agreement effective Junuary 1. 2010 and expiring December
31,2011, During the first year of the contract, the District agrees to pay the City $753,000
to be usced by the City to fund and defray the expenses or costs associated with furnishing
fire protection to the citizens of the District. For the sccond year of the contract. the
District will pay additional amounts as may be necessary to cover any increase in the actual
costs incurred by the City.



Note 17.

Note I8,

Note 19,

NOTES TO FINANCIAL STATEMENTS
Contingencies and Risk Manageiment
As of June 30, 2010, there was no pending or threatening litigzation involving the City.

The City is exposed to various risks of loss related to torts: theft of, damage to. and
destruction of assets; errors und omissions; injuries to employees; and natural disasters.
The City carrics commercial insurance for all risks of loss, including workers'
compensation and employee health and accident insurance. There were no significant
reductions in the insurance coverage during the fiscal year. Settiernent amounts have not
exceeded insurance coverage for the current year or the three prior fiscal years.

The City participates in numerous state and federal grant programs, which are governed
by various rules and rcgulations of the grantor agencies. Costs charged to the respective
grant programs are subject to audit and adjustment by the grantor agencies; theretore., to
the extent that the City has not complied with the rules and regulations governing the
grants. relunds of any money received may be required and the collectibility of any related
receivabie as of June 30, 2010 may be impaired. In the opinion of City management, there
are no significunt contingent liabilities relating to compliance with the rules and regulations
governing the respective granis; therefore, no provision has been recorded in the
accompanying financial statements for such contingencies.

Commitments

The City accepted u grant award of $1.636.775 from United States Department of Justice
on August 15, 2008 to acquirc equipment, technology, technical support, and compuicr
consultation. As of June 30. 2010, $937.570 of the grant funds hud been expended or
obligated. The award end date is December 235, 2010,

The City was notified in June 2009 that a sewer system project had been tentatively
recommended to receive $1.510,550 in funding from Louisiana Department of
Environmental Quality (LDEQ) under the American Recovery and Reinvestment Act of
2009, The LDEQ recommended the City’s project for a zero percent loan with 100 percent
principal forgiveness, meaning that the loan would not have to be repaid. Only $270,764
had been expended on the project as ol June 30, 2010.

Subsequent Events

The State Bond Commission. State of Louisiana, approved on August 19, 2010 the City
incurring debt and issuing not to exceed $1.500.000 revenue anticipation notes for the
purpose of paying current cxpenses and to pay the costs tncurred in connection with the
issuance of the notes. The proceeds of the notes were deposited by the City in September
2010. The notes mature with interest thereon no later than March 1, 2010 1.
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Note 20,

NOTES TO FINANCIAL STATEMENTS

On Friday, November 21, 2008, employees of International Paper Company were informed
that the mill was closing indefinitely leaving 550 individuals without cmployment.  As
previously communicated in Note 4, approximately 33 percent of the City’s ad valorem
taxes were gencrated by the mill. Local sales taxes paid by the mill have been estimated
at approximately $15 million (15 to 20 percent of the total) by the local sales tax
commission’s administrator. The mill’s manager estimated that the total current payroll
of the mill prior to closure was approximately $30 million. The full impact of this event
remains uncertain as of the date of this report.

Pastemployment Bencefits

The City pays 100% of a retired employee’s health insurance premium and 50% ol any
additional coverage of the retiree’s spouse or family. Substantially all of the City’s
employees become cligible for these benefits if normal retirement age is attained while
employed by the City. The City’s costs of providing benefits for retirees and similar
benefits for active employees are recognized as expenditures when the monthly premiums
are due. As of June 30, 2010, the City was paying benefits for approximately 70 retirecs.
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CITY OF BASTROP,

LOUISIANA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGE TN FUND BALANCE -
BUDGET AND ACTUAL - GOVERNMENTAL FUND - GENERAL FUND
As of and for the Year Ended June 30, 2010

Revenues:
Taxes
Licenses and permits
Intergovernmental

Fecs, charges. and commission

for services

Fines and forfeitures

Interest and miscellaneous
Total revenues

Expenditures:
Current:
General government
Public safety
Public works
Sanitation
Economic development
Debt service:
Principal
Interest and liscal charges
Capital outlay
Total expenditures

Excess (deficiency) ol
revenues over expenditures

Variance -

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
$ 8.515.025 § 7.978.579 % 7.935996 $({ 42,583
686,650 561,001 538,106 ( 22.89Y5)
1,409,420 3,277,694 3,196,559 ( B8L.135)
256,134 280,820 335,701 54.881
133,220 136.320) 138,380 2,060
326,340 584.198 425694 _( 158,504
511326789 $ 12818612 §12.570.436 S$S( 24R8.176)
S 3242895 § 3,979,621 § 3474939 § 504,682
4,758,141 5,545,124 4,885,314 659810
1.921.252 1,793.409 1,782,054 11,355
1.079.804 1,080.507 1,047,261 33,246
198,000 191.215 173,482 17,733
1.594 909 1,590.473 1.805.799 ( 215,326)
29,238 27.584 45032 ( 17.448)
- 6.750 591.801 _( 585.051)
$12824.239 $14214683 513805682 S  409.001

S 1.497.450) $(1,396,071) $( 1.235.246) $

160.825

{continued)



CITY OF BASTROP, LOUISIANA

SCHEDULE QF REVENUES, EXPENDITURES. AND CHANGE IN FUND BALANCE -
BUDGET AND ACTUAL - GOVERNMENTAL FUND - GENERAL FUND {Continucd)
As of and for the Year Ended June 30. 2010

Variance -
Budgzeted Amounts Favorable
Original Final Actual (Unfavorable)

Other tinancing sources:
Sale of capital assets $ 10.000 % 9.867 § - ¥ 9,867)
Revenue anticipation note proceeds 1,500,000 1.500.000 1,500.000 -
Operating transfers in (out) - - 50,658 50.658
Total other financing sources $ 1.510.000 § 1.509.867 3 1.550638 S 40.791

Net change in fund balance $ 12550 $ 113,796 $ 315412 § 201,616
Fund balance - beginning 1,837,796 210,000 3.318.282 3,108,282
Prior period adjustment - - ( 1.623.489) _(1.623.489)
Fund balince - ending $ 1850346 § 323796 % 2010205 § 1686409
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CITY OF BASTROP, [.OUISIANA

SCHEDULE OF REVENUES., EXPENDITURES, AND CHANGE IN FUND BALANCE -
BUDGET AND ACTUAL - GOVERNMENTAL FUND - SEWER USE FEE FUND
As of and [or the Year Ended June 30, 2010

Variance -
Budgeted Amounis Favorable
Original Final Actual (Unfavorable)
Revenues:

Fees. charges, and commissions

for scrvices $ 576,000 §S 994720 $§ 987,382 $( 7.338)

Interest and miscellaneous 31,000 - 185.650 268,543 82.893

Total revenucs $ 607,000 $ 1.180.370 $ 1235925 3 75,555
Expenditures:

Current:

Sanitation § 372200 § 444540 S 483,534 S( 38,994}

Debt service:

Principal 650335 056.000 510,000 146,000
Interest and fiscal charges 191,000 - 2572719 (257,279
Capital outlay - 39,683 - 39.683
Total expenditures $ 1213625 § 1.140.223 $§ 1.250.813 $( 110.590)
Excess (deficiency) of
revenues over expenditures S( 606,625) $ 40.147 S 5112 % 35.035
Other financing sources (uses):

Operating transiers in (out) - {38000y (76233 (383233
Net change in fund balance $ 606.623) % 2,147 S 71121 $(  73.268)
Fund balance - beginning 2.548.609 2.156.538 2912,178 755,640
Fund balance - ending $ 1941984 § 2158685 § 2.841.057 § 682372
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CITY OF BASTROP, LOUISIANA

SCHEDULE OF REVENUES, EXPENDITURES., AND CHANGE IN FUND BALANCE -

BUDGET AND ACTUAL - GOVERNMENTAL FUND -SALES TAX FUND

As ol and for the Yeuar Ended June 30, 2010

Revenues:
Taxes
[ntergovernmertal
[nterest and miscellancous
Total revenues

Expenditures:
Current:
Public works
Debt service:
Principal
Intcrest and fiscal charges
Capital outlay
Total expenditures

Excess (deficiency) of
revenues over expenditures

Budgeted Amounts

Varuuance -
Favorable

Other financing sources (uses):

Operating transfers in (out)
Net change in fund balance
Fund balance - beginning

Fund balance - ending

Original Final Actual (Unfavorablc)
& 885.000 955,000 $ 900,168 3( 54,832)
- - 67,227 67.227

9.500 20,500 1,635 _{ 18.863)

S  B94500 S 975500 §  969.030 $( 6,470)
S 2,142,276 365501 S 326,641 § 38.860
430,000 430,000 357,518 72.482

- - 88,171 (817D

- 83.100 - §3.100

3 2572276 878601 $ 772330 §  106.271
$(1,677,776) § 96,809 § 196,700 & 99,801
- - (50,658 ( 50.,658)
S(1.677.776) % 96,800 § 146,042 § 49,143
2.281.703 2.067.710 2416558 348. 848

S 603927 § 2.164.609
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CITY OF BASTROP. LOUISIANA
NOTE TO BUDGETARY COMPARISON SCHEDULES
As of and for the Yeur Ended June 30, 2010
Note 1. Revenues and Expenditures - Budget and Acrual
The Sewer Use Fee Fund's actual expenditures and other financing uses of $1.327.046

exceeded budgeted expenditures and other financing uses of $1.178.223 for the year ended
June 30, 2010 by $148,823 or 12.6%.
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CITY OF BASTROP, LOUISIANA

SCHEDULE OF MAYOR'S AND ALDERMEN'S COMPENSATION
As of and for the Year Ended June 30, 2010

The schedule of compensation paid to the mayor and aldermen is presented in compliance
with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature.
Compensation of the mayor and aldermen is included in the general administrative expenditures of
the General Fund. The mayor and aldermen receive compensation pursuant to Louisiana Revised
Statute 404.1.

Betty Allord-Olive, Mayor $ 72,354
William Nuson, iI, Alderman 10,291
Roy A. Armstrong, Alderman 10.291]
Obbie Johnson, Aldermuan 10.291
Howard D. Loche. Alderman 10,291
Marvin M. Moore, Alderman 10,291

Total mayor’s and aldermen’s compensation $ 123,809
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CITY OF BASTROP. LOUISIANA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Ay ol and for the Year Ended June 30. 2010

Pass-Through
Federal Entity
Federul Grantor/Pass-Through CFDA Identifying
Grantor/Program Title Number Number Expenditures
United States Department of
Environmental Quality/
Louisiana Department of
Environmental Quality/
ARRA Capitalization Grants for
Drinking Water State Revolving Funds 66.458 CS-221126-01 S 270,764

United States Department of Justice/
Office of Community Oriented
Policing Services/
Public Safety Partnership
and Community Policing Grants 16.710 2008CKWX(1399 307.730
Public Safety Partnership
and Community Policing Grants 16.710 2D05CKWSO184 120,050
Oftice of Justice Programs/
ARRA Edward Byrne Mcemorial Justice
Assistance Grant (JAG) Program 16.804 2009-SB-B9-2986 3,457

United States Department of Transportation/
Louisiana Department of Transportation
and Development/
Airport Improvement Program 20,106 3-22-004-011-2009 194,775
Highway Planning and Construction 20.205 3403 (304) 479 288

(continmued)



CITY OF BASTROP., LOUISIANA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)
As of and tor the Year Ended Junc 30, 2010

Federal Grantor/Pass-Through
Grantor/Program Title
United States Department of
Homeland Security/
Louisiana Governor’s Otfice of
Homeland Sccurity and Emergency
Preparedness/
Haomeland Security Grant Program
Homeland Security Grant Program
Homeland Security Grant Program

United States Department of the Interior/
Louisiana Department of Culture.
Recreation., and Tourism/
Historic Preservation Fund Grants-In-Aid
Historic Preservation Fund Grants-In-Aid
Historic Preservation Fund Grants-In-Aid

Federal Bureau of Investigation/
Safe Street Task Force

United States Department of Housing/
Louisiana Division of Administration/
Community Development Block Grants
Louisiana Ottice of Urban Revitalization/
Demolition and Revitalization of
Severely Distressed Public Housing
{Hope VI

Total expenditures of federal awards

Federal
CFDA

Number

97.067
97.067
07.067

15.904
15.904
15.904

14.866

Sec note 10 schedule of expenditurcs of federal awards.

Pass-Through
Entity
Identitying
Nuinber

2006-GE-T6-0069
X07-2-007
2009-S5-T9-0059

BASTROP
08-HP-11
09-HP-11

281D-NO-64194

044267

LAOIURD71220M04

16.161
14,852
39,661

2.500
22,500

L g

34,530

5,472

357.148

331,626

32200514



Note 1.

CITY OF BASTROP, LOUISIANA

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
As of and tor the Year Ended JTune 30. 2010

Basis of Presentation

The schedule of expenditures of tederal awards includes the tederal grant activity of the
City and is being presented on the modified accrual basis of accounting. The information
in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Goveraments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the
presentation ot, the financial statements.
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HILL, INZINA & COMPANY

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Betty Alford-Olive, Mayor,
and Members of the Board of Aldermen
City of Bastrop, Louisiana

We have audited the tinancial statements ot the governmental activitics and each major fund
of City of Bastrop. Louisiana (the “City™). as of and for the year ended June 30, 2010, which
collectively comprise the City's basic financial statements and have issued our report thereon dated
December 4, 2010. We conducted our audit in accordunce with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained
in Government Audiring Standurds. issued by the Comptroller General of the United States.

Intcrnal Control Over Financial Reporting

In planning and performing our audit, we considered the City's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financiul statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over linancial reporting. Accordingly, we do not express
an opinion on the effectiveness of the City’s internal control over financial reporting,

A deliciency in internal contro] exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions. 1o
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency,
or a combination of deliciencies. in internal control such that there is a reasonable possibility that
a matertal misstatement of the City’s financial statements will not be prevented, or detected and
corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identily all deficiencics in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identity any deficiencies ininternal control over financial reporting
that we consider to be material weaknesses, as defined above. However, we identified certain
deficiencies in internal control over financial reporting. described in the accompanying schedule of
hindings and questioned costs as items 2010-1, 2010-3. and 2010-4. that we consider to be significam
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deficiencies in internal control over financial reporting. A significant deficiency is a deficiency, or
a combination of deficiencics, in internal control thut is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts. and grant agreements. noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and accordingly, we do not
cxpress such an opinion. The results of our tests disclosed an instance of noncompliance or other
matters that is required to be reported under Government Auditing Standardys and which is described
in the accompanying schedule of findings and questioned costs as item 2010-2.

The City's responses to the findings identified in our audit are described in the
accompanying schedule of tindings and questioned costs. We did not audit the City’ s responses and,
accordingly, we express no opinion on them.

This report is intended solely for the information and us¢ of management, others within the
organization, federal and state awarding agencies, and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties. However, under Louisiana
Revised Statute 24:513. this report is distributed by Louisiana Legislative Auditor as a public
document.

IstHL Inzinag & Co.

December 4, 2010



HILL, INZINA & COMPANY

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honoruble Betty Alford-Olive, Mayor
and Members of the Board of Aldermen
City ol Bastrop. Louisiana

Compliance

We¢ have audited the compliance of City of Bastrop. Louisiana (the “City”), with the types
ol compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that could have a direct and material etfect on each of the
City’s major federal programs for the year ended June 30, 2010. The City's major federal programs
are identified in the summuary of auditor’s results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants
applicable to its major federal programs is the responsibility of the City's management. Our
responsibility is to express an opimon on the City’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of Srates. Local Governments, and Non-Profit Organizations.  Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material etfect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the City's compliance with thosc requirements and
performing such other procedures as we cansidered necessary in the circuinstances. We believe that
our audit provides a rcasonable basis for our opinion. Our audit does not provide a legal
determination on the City’s compliance with those requirements.

In our opinion, the City, complied, in all material respects, with the compliance
requirements referred to above that could have a dircct and material effect on each of its major
federal programs for the year ended June 30. 2010. However. the results of our auditing procedures
disclosed an instance of noncompliance with those requircments. which is required to be reported
in accordance with OMB Circular A-133 and which is described in the accompanying schedule of
tindings and questioned costs as item 2010-3.
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Internal Control Over Compliance

The management of the City is responsible forestablishing and maintaining effective internal
control over compliance with requirements of laws, regulations. contracts, and grunts applicable to
federal programs. In planning and performing our audit, we considered the City's internal control
over compliance with the requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures tor the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133. but not for the purpose of expressing an opinion on the effectiveness ol internal
control over compliance. Accordingly, we do not express an opinion on the cffectiveness of the
City’s internal control over compliance.

Qur consideration of internal control over compliance was for the limited purpose described
in the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses and theretore. there can be
no assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identificd. However. as discussed below. we identified a certain deficiency in internal control over
compliance that we consider 1o be a material weakness.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a type
of compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deliciency. or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. We consider the deficiency in internal control over compliance described in the
accompanying schedule of findings and questioned costs as item 2010-6 to be a material weakness.

The City's responscs to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the City's responses and.,
accordingly. we express no opinion on then.

This report is intended solely for the information and use of management, others within the
organization,, tederal awarding agencies. and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties. However, under Louisiana Revised
Statute 24:513, this report is distributed by Louisiana Legislative Auditor as a public document.

{sfHIlL nzing & Co.

December 4, 2010



CITY OF BASTROP. LOUISIANA

SCHEDULE OF FINDINGS AND QULESTIONED COSTS
WITH MANAGEMENT'S RESPONSE AND PLANNED CORRECTIVE ACTION
As ol and for the Year Laded JTune 30, 2010

We have audited the financial statements of the governmental aetivitics and each major
tund of City of Bastrop. Louisiana (the “City™). as of and for the year ended June 30. 2010, which
collectively comprise the City's basic financial statements and have issued our report thercon dated
December 4, 2010, We conducted our audit in accordance with auditing standards generally
accepted in the United Stutes of America; the standurds applicable to financial audits contained in
Government Anditing Standards, 1ssued by the Comptroller General of the Uniled States; and the
provisions of OMB Circular A-133, Audits of States. Local Govermments, and Non-Profit
Organizations. Our audit of the financial statements as of June 30, 2010 resulied in a gualilied
optnion on the covernmental activities and an unqualitied opinion on cach major fund.

Section |- Summary of Auditor’s Reports

a.  ReportonInternal Control Over Financial Reporting iand on Compliance and Other Matters
Bused on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standardy

[nternal Control
Significant Deficicncies Yes O No Material Weaknesses O Yes B No

Compliance
Material to Financial Statements B Yes O No

b.  Report on Compliance with Requirements That Could Have a Direct and Material Effect
on Euch Major Program and on Internal Control over Compliance in Accordance with
OMB Circular A-133

Type ol Opinion on Compliance Unqualified & Qualitied O
lor Mayjor Programs Disclaimer O Adverse O

Internal Control
Significant Deficiencies O Yes 8 No Material Weaknesses R Yes O No

Arc there findings required to be reported in accordance with Circular A-133, Section
S100)? ® Yes ONo
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C.

2010-1

2010-2

Identification of Major Programs:
Public Salcty Partnership and Community Policing Grants  CFDA Number 16.710

Highway Planning and Construction CFDA Number 20.205
Community Development Block Grants CEFDA Number 14.22§
Demolition and Revitalization of Severely Distressed

Public Housing (HOPE V) CFDA Number 14.866

Dollar threshold used to distinguish between Type A and Type B Programs  $300.000
[s the auditee u ‘low risk” auditee, as defined by OMB Circular A-1337 Yes @ No

Section II - Financial Statement Findings

Inadequate Segregation of Duties (imitial citing as of and for the ended June 30, 1985)

Criteria:

Condition:

Cause:

Eflect:

Recommendation:

Management's
response and
planned cor-
reclive action:

Adequate segregation of duties is essential to a proper internal
control structure.

The segregation ol duties is inadequate to provide cffective internal
control.

The condition is due to cconomic limitations.
Not determined.

No action s recommended.

We concur with the finding but it is not economically feasible for
corrective action to be taken.

Noncompliance with Local Government Budget Act (initial citing as of and for the year
ended June 30, 2003)

Criteria:

The Local Government Budget Act requires that the chief executive
ofticer or equivalent notify in writing the governing authority
during the year when actual revenues (expenditures) and other
finuncing sources (uses) plus projected revenues (expenditures) and
other linancing sources (uses) for the year exceeded budgeted
revenues (expenditures) and other tinancing sources (uses) by 5%
OF More.
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2010-3

Condition:

Cause:

Etfect:

Recommendation:

Management’s
response and
planned cor-
reclive action:

The Sewer Use Fee Fund’s actual expenditures and other financing
uses of $1.227.046 exceeded budgeted expenditures and other
financing uses of $1,178,223 for the year ended June 30, 2010 by
$148,823 or 12.6%.

Only $656.000 was budgeted for debt service in the Sewer Use Fee
Fund while $767.279 was actually expended for the year cnded
June 30, 2010,

The City is in violation of the Local Government Budget Act .

Budgeted expenditurcs for debt service should include payments for
principal, interest, and fiscal charges.

We concur with the finding and we will take corrective actien m the
future.

Inadequate Control over Financial Reporting (initial citing as of and for the year ended

June 30, 2007)

Criteria:

Condition:

Management of the City should have suitable skill, knowledge, or
experience to prepare financial statements, the related notes. and the
supplementary information in accordance with accounting
principles gencrally accepted in the United States ol America.
Internal controls should be adopted and implemented to prevent,
detect, or correct a misstatement in the financial statements, related
notes, or supplementary information.

Although management of the City does not actually prepare and
draft the financial statements, related notes. and supplementary
information, they do have the capability and experience to oversec
the process. They provide all of the information to be included and
they understand the presentation.

Postemployment benefits for retired employees were not accrued as
ol June 30, 2010 as required by GASB Statermnent No. 45,
Accounting and  Financial Reporting by Emplovers  for
Postemployment Benefits Other Than Pensions.
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Cause:

Effect:

Recommendation:

Management’s
response and
planned cor-
rective action:

The conditions arc due o ¢conomic limitations. Management has
not prepared a job description that requires the City to hire a person
that has adequate education, background, and training 10 prepare
financial statements in accordance with accounting principles
aenerally accepted in the United States of America.

Misstaternents in the financial statements. related notes, or
supplementary information may occur and not be detected within
a timely period. The amounts by which not implementing GASB
Statement No. 45 would affect the liabilities and net assets of the
governmental activities are not known.

Management of the City should make a determination as to whether
the coslt ol correcting the deficiency concerning the expertise of
accounting personnel exceeds the expected benetit to be derived
from doing such.

Necessary steps should be taken to record postemployment benetits
for retired employees in accordance with GASB Statement No. 45,

We concur with the findings. The City Clerk has contacted a
company to assist the City in complying with GASB Statement No.
45,

We have contracted with an advisor to assist us who has a MBA
degree, 25 years of expericnce in governmental accounting, with 16
of those ycars employed by the City, and who is very [amiliar with
the City’s operations.

2010-4 Improvement ol Controls (initial citing as of and for the year ended June 30, 2007)

Criteria:

Condition:

Management is responsible for establishing internal control policies
and procedures that provide for proper accounting, reasonable
assurance that assets arc safeguarded against loss resulting from
unauthorized use, and that transactions are executed in accordance
with management’'s authorization.

The recipient of the cxcess funds from a previous bond issuance has
still not been resolved.



Cause:

Elfect:

Recommendation:

Due to the untimely payimnent of payroll taxes, the City had to pay
approximately $46.000 in late payment penalties during the year
ended June 30, 2010 in addition to approximately $12,000 and
$11,500 paid during the yeuars ended June 30. 2009 and 2008,
respectively. From June 30, 2010 to the date of this report, another
approximate $35,000 in late payment penalties has also been paid.

Entrics made during the vear ended June 30, 2010 to record charges
and collections of the accounts receivable of the Sewer Use Fee
Fund were incorrectly posted by the client. The general ledger
amount of the receivable account was not reconciled to the correct
balance provided by the outside billing and collection agency on a
regular basis.

All bank accounts are also not being reconciled monthiy to the
general ledger balances resulting in receipts and expenditures not
being recorded or not timely recorded.

Approximately $25.000 of a $246,661 grant awarded to the City's
police department was not expended by the award’s June 2010
extended expiration date.

Two disbursements cxamined (totaling $4.477) out of a total of 11
(8%) disbursements examined (totuling $20.125) (22%) for which
purchuse orders should have been issued. did not have the purchase
orders issued.

An internal control system was not designed and/orimplemented Lo
ensure that adequate controls were in place in all areuas (o prevent,
detect, and correct noncompliance in a timely manner. Management
ol the City was not seeking advice and reviewing (ransactions on i
regular basis to ensure that linancial related matters were in
compliance.

The failure to establish and/or implement internal controls may
have resulted in improper accounting and/or loss of assets.

Management of the City should establish and enforce
implementation of internal controls to ensure that transactions are
timely made and recorded in compliance with the applicable laws
and internal policics.
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Management’s
response and
planned cor-
rective action:

We concur with the findings. We will continue 10 research to find
the recipient of the excess funds from the previous bond issuance.

The procedure for paying payroll taxes has been defined and steps
hive been taken (o correct.

The Sewer Use Fee Fund accounts have been reconciled and we
will make sure that all bank accounts agree to the generai ledger.

We will make sure that all grant tunding will be expended before
the expiration date or ask for an extension.

The departiment heads have been instructed to follow our
purchasing policy and get purchase orders before any purchases are
made.

Section III - Federal Awards Findings

2010-5 Noncompliance with Agreement Between State of Louisiana and City

United States Department of Transportation
Highway Planning and Construction - CFDA Number 20.203

Critena:

Anagreement for partially tunding sidewalk improvements required
that prior wrilten consent of the City and Department of
Transportation and Development (DOTD) be obtained for any
subcontracting. [n the event that the contractor sublet any of the
services required under the agreement, affirmative steps should
have been taken to utilize Disadvantaged Business Enterprises
(DBE} as sources of supplics. equipment, construction, and
Services.

The contractor was also responsible for requiring and verifying that
all subcontractors working on the project maintained appropriate
types and levels of insurance coverage. A notice ol requirement for
affirmative action to ensure equal employment opportunity should
have been included in the solicitation for bids on subcontracts.
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Condttion:

Cuuse:

ElTect;

Recommendation:

Management’s
response and
planned cor-
rective action:

The contractor should have provided written notification to the
Regional Administrator of the Office of Federal Contract
Compliance Programs within ten working days of award of any
construction subcontract in excess of $10,000 at any tter for
construction work under the contract.

The City was not aware that a portion of the contruct had been
sublet until the subcontractor contacted the City regarding the
contractor’s nonpayment for services. The City was unable o
obtain a copy of the contractor’s agrecement with the subcontractor
or proof that any of the provisions of the City’s agreement with the
state relative to subcontractors hiad been met.

The contracter did not request wntten consent from the City prior
to awarding the subcontract.

The City’s contractor for the project is in noncompliance with the
agreement between the state and City.

The City and its consultants should cstablish means and methods to
determine if unapproved subcontractors are being utilized on
projects. And if approved. determine that the contractor is
satisfactorily meeting all provisions of the agreements relative to
subcontructs.

We concur with the finding. We will establish means and methods
t¢ determine if unapproved subcontraclors are being utilized on
projects and make surc that contractors meet the provisions of the
agrecments.
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2010-6  Internal Control over Reimbursements of Allowable Costs/Cost Principles

United States Department ol Housing and Urban Development
Demolition and Revitalization of Severely Distressed Public Housing
(Hopc VI) - CFDA Number 14.866

Criteria;

Condition:

Cause:

Effect:

Recommendation:

Management’s
response and
planned cor-
rective action:

None issued.

Adequate documentation should be required by the City belore
reimbursement of allowable costs under the grant are made.

Supporting documentation for $33,980 of 5246464 total costs
(22%) examincd was not available for amounts reimbursed by the

City to the project’s developer.

The City was not provided and did not request such supporting
documentation before paying reimbursements.

The failure to require such documentation may have resulted in the
reimbursement of unallowable costs.

Adequate supporting documentation should be required before any
reimbursements are made.

We concur with the finding. We will require adequate supporting
documentation betore any retmbursements are made.

Section IV - Management Letler
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CITY OF BASTROP, LOUISIANA

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS
As of and for the Year Ended June 30, 2010

Section | - Financial Statements Findings
2009-1 Inadequate Segregation of Duties

Adequate scgregation of duties in esscntial to a proper
internal control structure. Unresolved - 2010-1.

2009-2 Noncompliance with Local Government Budget Act

Total budgeted expenditures of o tund shall not exceed
the total of estimated funds available for the year. Unresotved - 2010-2.

2009-3  Internal Control over Financial Reporting

Management of the City should have sufficient

cupable expertise 10 prepare financial statements

in accordance with accounting principles generally

accepted in the United States of America and the

related footnotes. Internal controls should be adopted

and implemented to prevent, detect. or correct a _
misstatement in the financial stalcments or [ootnoles. Unresolved - 2010-3.

2009-4 Improvement of Controls
Management is responsible [or establishing internal control
policies and procedures that provide reasonable assurance
that assets are safeguarded against loss resulting from
unauthorized use and that transactions arc executed in
accordance with management’s authorization. Unresolved - 2010-4.

Section I - Management Letter

None issued.
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